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1FEDERAL HOME LOAN BANK BOARD
The accoun ting  p o lic y  r e l a t in g  t o  a c q u is i t io n , developm ent and c o n s tru c tio n  loans (ADC
lo a n s )  i s  t h e  s u b je c t  o f  a  p ro p o se d  r u l e  i s s u e d  r e c e n t l y  b y  th e  FHLBB (s e e  th e
3/13/87  Fed. Reg., 7887-91). The FHLBB s ta t e s  t h a t  th e  proposed change would
a f f e c t  th e  ADC loans o f  a l l  i n s t i t u t i o n s  whose accounts a re  in su re d  by th e  FSLIC 
o r  a f f i l i a t e s  th e re o f  when p re p a rin g  re p o r ts  o r f in a n c ia l  s ta te m e n ts  fo r  f i l i n g  
w i th  th e  FHLBB o r  FSLIC. The n o t i c e  s a y s , "The am endm ents r e l a t e  t o  th e  r e c e n t  
'N o tic e  t o  P r a c t i t i o n e r s '  i s s u e d  by  th e  A m erican  I n s t i t u t e  o f  C e r t i f i e d  P u b lic  
A c c o u n ta n ts .. .w h ic h  su p e rse d e d  tw o  p r i o r  n o t i c e s  i s s u e d  i n  November 1983 and 
November 1984, and t o  th e  p u b l i c  p o s i t i o n  r e g a r d in g  th e  e f f e c t i v e  d a te  o f  th e  
r e c e n t  n o t i c e  ta k e n  b y  th e  C h ie f  A c co u n ta n t o f  th e  S e c u r i t i e s  and Exchange 
Commission...By proposing  t h i s  amendment to  i t s  s ta tem e n t o f  p o lic y , th e  Board i s  
a d h e r in g  t o  i t s  p o l i c y  t h a t  in s u r e d  i n s t i t u t i o n s  a r e  e x p e c te d  to  a p p ly  th e  
g u id a n c e  o f  th e  a c c o u n tin g  p r o f e s s i o n  f o r  d e te r m in in g  w h e th e r  a  t r a n s a c t i o n  
c h a r a c t e r i z e d  a s  an  ADC lo a n  i s  in  f a c t  a  lo a n  o r  w h e th e r , in  s u b s ta n c e , i t  i s  a 
r e a l  e s t a t e  in v e s tm e n t  o r  a  j o i n t  v e n tu re ."  Comments a r e  due on o r  b e f o r e  
5 /12 /87 . For fu r th e r  in fo rm a tio n  c o n ta c t M. C h r is t ia n  M itc h e ll a t  th e  FHLBB a t  
202/778-2535.
A c a p i t a l  fo rb earan ce  p o lic y  fo r  in su re d  in s t i t u t i o n s  h as been is su e d  by th e  FHLBB
which r e i t e r a t e s  p rev io u s  s ta te m e n ts  o f  th e  FHLBB reg a rd in g  th e  r e s t ru c tu r in g  o f  
lo a n s  and a c c o u n tin g  f o r  them  (s e e  th e  3 /5 /8 7  F ed . Reg. pp. 6 8 7 6 -7 7 ). The 
s ta te m e n t says, "The Board h as  fo llow ed , and w i l l  co n tin u e  to  fo llow , g e n e ra lly  
a c c e p te d  a c c o u n tin g  p r i n c i p l e s  w i th  r e s p e c t  t o  lo a n s  t h a t  h av e  b e en  f o r m a l ly  
r e s tru c tu re d  to  enab le  th e  borrow er to  s e rv ic e  th e  debt. S ta tem en t o f  F in a n c ia l 
Accounting S tandards No. 15, A ccounting by D ebtors and C re d ito rs  fo r  Troubled Debt 
R e s tru c tu rin g s , governs th e  accoun ting  fo r  such re s tru c tu r in g s .  " In  is su in g  th e  
p o lic y  s ta tem e n t, th e  FHLBB noted  th a t  th e  s ta te m e n t was being  is su e d  "to  e x p la in  
th e  Board's in te n tio n s  w ith  reg a rd  to  su p e rv iso ry  p o l ic ie s  a f f e c t in g  in s t i tu t io n s  
th e  accoun ts  o f  which a re  in su red  by th e  FSLIC t h a t  have been a d v e rse ly  a f fe c te d  
by  econom ic  c o n d i t io n s  i n  th e  o i l  and g a s , a g r i c u l t u r a l ,  n a t u r a l  r e s o u r c e s ,  and 
o th e r  d i s t r e s s e d  s e c t o r s  o f  th e  econom y." The c a p i t a l  fo r b e a ra n c e  p o l i c y  i s  
d e s c r ib e d  by  th e  FHLBB a s  a  p o l i c y  " t h a t  w i l l  b e n e f i t  b a s i c a l l y  w e ll-m a n ag e d  
t h r i f t s  t h a t  have reaso n ab le  p ro sp e c ts  o f  tu rn in g  around." The e f f e c t iv e  d a te  o f  
th e  p o lic y  s ta te m e n t i s  3 /5 /87 . For fu r th e r  in fo rm a tio n  c o n ta c t W illiam  Black a t  
th e  FHLBB a t  202/377-6420.
SMALL BUSINESS AD M I NISTRATION
An u n s o l ic i te d  program  announcement (MSB-88-001-01) fo r  p ro p o sa ls  t o  a s s i s t  SBA's
O ffic e  o f  M in o rity  Sm all B usiness and C a p ita l  Ownership Development (MSB&CQD) in
p ro v id in g  m anagem ent and  t e c h n i c a l  a s s i s t a n c e  to  in d iv id u a ls  o r  e n te rp r is e s
e l ig ib l e  fo r  a s s is ta n c e  under S ec tio n  7 (i)  and 8(a) o f  th e  Sm all B usiness Act has 
b een  r e l e a s e d  b y  th e  SBA. C o o p e ra tiv e  a g r e e m e n t /g r a n ts  a r e  t o  be  aw ard ed  f o r  
p ro v id in g  s e rv ic e s  e s p e c ia l ly  geared  to  sm a ll b u s in e ss  concerns lo c a ted  in  urban 
and r u r a l  a re a s  o f  h ig h  c o n c e n tra tio n  o f  unemployed o r  low-incom e in d iv id u a ls  and 
t o  8 (a ) t r a n s i t i o n i n g  f i r m s  who h av e  tw o  y e a r s  o r  l e s s  re m a in in g  on t h e i r  F ix e d  
Program P a r t i c ip a t io n  Term (FPPT). A ccording to  th e  p ro p o sa l, c o n s id e ra tio n  w i l l  
be g iven  to  in n o v a tiv e  p ro je c ts  which focus on a c t i v i t i e s  r e la te d  to  enhancement 
o f  management s k i l l s ,  developm ent o f  f in a n c ia l  re so u rce s , and in te r n a t io n a l  and 
p r iv a te  s e c to r  m arketing  o p p o r tu n itie s . S e rv ices  to  be p rov ided  in c lu d e  th e  a re a s  
o f  p la n n in g  and r e s e a r c h ,  i d e n t i f i c a t i o n  and d ev e lo p m en t o f  new b u s in e s s  
o p p o r t u n i t i e s ,  b u s in e s s  c o u n s e l in g ,  m anagem ent t r a i n i n g ,  l e g a l  and r e l a t e d  
s e rv ic e s , loan  packaging and m arketing  a s s is ta n c e . The e l i g i b i l i t y  requ irem en ts  
p ro v id e  th a t  a p p lic a n ts  m ust have been engaged as an e s ta b lis h e d  b u s in e ss  and to  
h av e  p h y s i c a l l y  o p e r a te d  an o f f i c e  w h ich  h a s  b een  p ro v id in g  m anagem ent and
2te c h n ic a l  a s s is ta n c e  s e rv ic e s  t o  th e  g e n e ra l p u b lic  fo r  a t  l e a s t  one y e a r p r io r  to  
th e  d a te  o f  i s s u a n c e  o f  th e  announcem ent (2 /1 7 /8 7 ) .  The c lo s i n g  d a te  f o r  
subm ission  o f  a p p lic a t io n s  i s  4 /1 /8 7 . For fu r th e r  in fo rm a tio n  c o n ta c t th e  SBA a t  
202/653-6526.
TREASURY, DEPARTMENT OF
The IRS w i l l  no lo n g er charge tax p ay e rs  fo r  co p ies  o f  ta x  accoun t in fo rm a tio n ,
acco rd ing  to  IRS News R elease  IR-87-24. The S e rv ice  su g g ests  t h a t  tax p ay e rs  who
have q u e s tio n s  about t h e i r  accounts should  c a l l  o r  w r i te  t h e i r  lo c a l  IRS tax p ay e r 
s e r v i c e  o f f i c e  f o r  th e  in f o r m a t io n .  P r in t e d  c o p ie s  o f  a c c o u n t in f o r m a t io n ,  i f  
req u ested , w i l l  be m ailed  f r e e  o f  charge. IRS Form 4506, "Request fo r  Copy o f  Tax 
Form o r  Tax Account In fo rm a tio n ," i s  be in g  re v is e d  and renamed "Request fo r  Copy 
o f  Tax Form." R equests fo r  pho tocop ies o f  ta x  re tu rn s  should  co n tin u e  to  be made 
on Form 4506 w i th  t h e  $4.25 f e e  unchanged . The r e v i s e d  Form 4506 w i l l  be  
a v a i l a b l e  i n  l a t e  M arch  a t  d i s t r i c t  o f f i c e s  o r  b y  c a l l i n g  t h e  IRS T ax 
F o r m s /P u b l ic a t io n s  num ber l i s t e d  i n  l o c a l  p h o n e  d i r e c t o r i e s  u n d e r  "U.S. 
Government."
M in is te rs , c e r ta in  members o f  r e l ig io u s  o rd e rs  and C h r is t ia n  S c ience  p r a c t i t io n e r s  who
p re v io u s ly  had e le c te d  to  be exempt from S o c ia l S e c u r ity  coverage may new be
c o v e re d  by f i l i n g  a  w a iv e r  form w ith  th e  IRS, acco rd ing  to  a  re c e n t IRS News
R elease, IR-87-19. The S erv ice  no ted  th a t  once th e  e le c t io n  i s  made t o  be covered 
by S o c ia l S e c u rity , i t  i s  ir re v o c a b le . T h is  e le c t io n ,  a llo w ed  by  th e  Tax Reform 
A ct o f  1986, m u s t be  made by  th e  due d a te  o f  th e  a p p l i c a n t 's  F e d e r a l  incom e ta x  
re tu rn , in c lu d in g  e x ten s io n s , fo r  th e  f i r s t  ta x a b le  y e a r beg inn ing  a f t e r  10/22/86. 
For in d iv id u a ls  who f i l e  on a c a len d a r y ea r b a s is ,  th e  e le c t io n  would have to  be 
made by 4 /15 /88 , u n le ss  an e x ten s io n  o f  tim e  to  f i l e  h as  been g ran ted . C alendar 
y e a r  ta x p a y e r s  can  make th e  e l e c t i o n  e f f e c t i v e  f o r  e i t h e r  th e  1986 o r  1987 t a x  
year. New Form 2031, "Waiver C e r t i f i c a te  For Use By M in is te r s , C e r ta in  Members o f  
R elig io u s  O rders, and C h r is t ia n  Science P r a c t i t io n e r s  E le c tin g  Coverage Under th e  
S o c ia l S e c u rity  A ct," may be f i l e d  w ith  th e  in d iv id u a l 's  F ed e ra l income ta x  r e tu rn  
o r  s e p a ra te ly . The new Form 2031 may be o b ta in ed  by  c a l l in g  1-800-424-FORM.
How r e t i r e d  F e d e ra l employees a re  t o  t r e a t  lump sum paym ents p a id  t o  them  under th e
C iv i l  S e rv ic e  R etirem en t System  h as  been ex p la in ed  by th e  IRS, (news r e le a s e  IR-
87-21). The S e rv ice  o f fe re d  t h i s  guidance because th e  Tax Reform A ct o f  1986 made 
ch an g es  t o  th e  t a x  t r e a tm e n t  o f  r e t i r e m e n t  p ay m en ts  and  b e c a u s e  th e  F e d e ra l  
Employees' R etirem en t System Act o f  1986 p ro v id es  a  lump sum o p tio n  t h a t  c e r ta in  
F ed e ra l employees r e t i r i n g  a f t e r  6 /5 /8 6  may e le c t .  A ccording t o  th e  news re le a se , 
some F ed e ra l employees have s e rv ic e  fo r  which no employee p en sio n  c o n tr ib u tio n s  
w ere  w i th h e ld .  Some a l s o  le a v e  g o v e rn m en t s e r v i c e ,  r e c e iv e  a  r e fu n d  o f  t h e i r  
p e n s io n  c o n t r i b u t i o n s  and  l a t e r  r e t u r n  t o  g o v e rn m en t s e r v i c e .  T hese  F e d e ra l  
em p lo y ees  may in c r e a s e  t h e i r  r e t i r e m e n t  b e n e f i t s  i f  th e y  d e p o s i t  o r  r e d e p o s i t  
employee c o n tr ib u tio n s  p lu s  in te r e s t .  O ffice  o f  P ersonnel Management (OPM) ru le s  
p e r m i t  em p lo y ees  who e l e c t  t o  r e c e iv e  a  lum p sum d i s t r i b u t i o n  e q u a l  t o  t h e i r  
em ployee  c o n t r ib u t io n s  t o  g e t  c r e d i t  f o r  t h i s  p r i o r  s e r v i c e  w i th o u t  a c t u a l l y  
making th e se  d e p o s its  and re d e p o s its . S ince th e se  amounts would be a  p a r t  o f  th e  
e m p lo y e e 's  lum p sum d i s t r i b u t i o n ,  OPM t r e a t s  them  a s  i f  th e y  h ad  b e e n  p a id  and 
reduces th e  lump sum acco rd in g ly . The IRS s a id  t h a t  F ed e ra l em ployees who e le c t  
th e  lump sum o p tio n  and re c e iv e  b e n e f i ts  as i f  th e y  had d e p o s ited  o r  re d e p o s ite d  
employee c o n tr ib u tio n s  m ust t r e a t  th e  lump sum fo r  ta x  purposes a s  a  d i s t r ib u t io n  
th a t  in c lu d e s  th e  d e p o s its  o r  re d e p o s its . A p o r t io n  o f  th e  d e p o s it  o r  re d e p o s it  
am ount i s  s u b je c t  t o  F e d e ra l  t a x .  T hese  r u l e s ,  IRS e m p h as iz ed , make th e  ta x  
t r e a tm e n t  o f  F e d e ra l  em p lo y ees  w i th  i n t e r r u p t e d  s e r v i c e  p a r a l l e l  t o  t h a t  o f  
F ed e ra l employees w ith  con tinuous se rv ic e . IRS h as  fu rn ish ed  th e  e x p lan a tio n  to  
th e  OPM, and r e t i r e e s  a f fe c te d  by th e se  changes w i l l  re c e iv e  a  summary o f  th e  ta x  
ru le s  from OPM upon re tire m e n t.
3TREASURY, DEPARTMENT OF
R eporting  req u irem en ts  fo r  tax -exem pt bonds a r e  th e  s u b je c t o f  tem porary  and f i n a l
re g u la t io n s  is su e d  by th e  IRS (see  th e  3 /11 /87  Fed. Reg. pp. 7408-11 and pp. 7449-
50). The t e x t  o f  th e  tem porary  re g u la t io n s  a ls o  se rv es  as th e  comment document 
f o r  t h e  p ro p o se d  ru le m a k in g . The p r o p o s a ls  a r e  i s s u e d  t o  p r o v id e  r e g u l a t i o n s  
im plem enting  changes made b y s e c t io n  1301(a) o f  th e  Tax Reform A ct o f  1986. TRA 
86 m od ified  th e  in fo rm a tio n  re p o r t in g  ru le s  and extended th e  req u irem en t to  f i l e  
in fo rm a tio n  re p o r ts  to  a l l  tax -exem pt bonds. The re g u la t io n s  p ro v id e  t h a t  i s s u e r s  
s a t i s f y  th e  in fo rm a tio n  re p o r t in g  req u irem en t toy f i l i n g  Form 8038 fo r  tax -exem pt 
p r i v a t e  a c t i v i t y  bonds b y  th e  1 5 th  day  o f  th e  seco n d  c a le n d a r  m onth a f t e r  th e  
c lo se  o f  th e  c a le n d a r q u a r te r  in  w hich th e  o b lig a t io n s  a re  issu ed . Form 8038-G i s  
t o  toe f i l e d  f o r  ta x -e x e m p t g o v e rn m en t bond i s s u e s  o th e r  th a n  p r i v a t e  a c t i v i t y  
bonds, ex cep t fo r  s m a l l- is s u e s  fo r  which Form 8038-GC i s  to  toe f i l e d .  Form 8038-G 
i s  to  be f i l e d  by  th e  15th  day o f  th e  second c a le n d a r  month a f t e r  th e  c lo se  o f  th e  
c a le n d a r  q u a r te r  in  which th e  is s u e  i s  issu ed , w h ile  Form 8038-GC i s  to  be f i l e d  
on o r  b e fo re  th e  15th o f  F ebruary  o f  th e  fo llo w in g  c a le n d a r y ea r . The tem porary  
r u l e s  a p p ly  t o  bonds i s s u e d  a f t e r  1 2 /3 1 /8 6 , in c lu d in g  bonds i s s u e d  t o  r e fu n d  a 
p r io r  is s u e  o f  bonds. R evised Form 8038 and Form 8038-G a re  a v a i la b le .  Form 8038- 
GC w i l l  be a v a ila b le  in  o rd e r  fo r  i s s u e r s  t o  f i l e  in  a  t im e ly  manner, acco rd in g  t o  
t h e  IRS. F o r f u r t h e r  in f o r m a t io n  c o n ta c t  R o b e r t B ea tso n  a t  th e  IRS a t  2 0 2 /5 6 6 - 
3459.
For further information contact Shirley Hodgson or Joseph P etito  a t 202/872-8190.
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